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TAXATION. Assembly Constituti<mal Amendment 1. Adds Seqtion 16 to 
Article .XIII. Substitutes for state bank share and corporation fran~ 
chise taxes a tax ori banks and other financial, mercantile, manufac-
turing and business corp~rations ~qualling four per cent their net 
YES 
3 income, allowing the~, exc~pt ba~ks, personal property tax offset up 
to nine-tenths state tax. Authorizes legislative change in method of 
taxing banks' ::j,nd such corporations without constitutional amendment . 
. Taxes intangibles three mills 'per dollar on their actual value for 
benefit of local subdivisions. Permits Legislature to change such offset 
or any rate by two-thirds vote, limiting rate on intangibles to four mills. 
NO 
(Fof' full text of Measure see page 23, Part II) 
Argument in Favor of the Adoption of 
AssemblY ConstitutioAaI Amendment No.1 
This is an IImergency measure, to 'save for 
the people some $22,000,000 in bank taxes, 
which otherwise the general taxpayer wouJd 
have to make up. It will not increase total 
state illiKes or revenues. It is submitted by' 
unanimous vote of the Legislature to meet a 
crisis' resulting from recent d~isions of the 
United States Supreme Court. 
These decisions practically nullify our present 
method of taxing banks aond relie,ve banks from 
all taxes until that method is changed. This 
measure makes tke only possible change, adopt-, 
ing the method already used in New York and 
other states, an", meeting the requirement of 
federal law thr' fill tional banks be taxed ac-
cording to net income and at a rate no higher 
than is applied to. other corporations. It is 
made sufficiently flexible to allow changes of 
rates or method whenever permitted by amend-
ments in federal laws. - ' 
The amendment will, accomplish the follow-
ing results: ' 
1. It will increase the bank, taxes from noth-
ing-their present status--to about $2,000,000 
a year. Although lower than th~ necess~rily 
abandoned bank tax l"evenue, the new tax lS as 
high as can fairly he levied against other cor-
porations whose tax burden legally m~st eqUlll 
that of banks. 
2. It will increase taxes about $2,000,000 a 
year on financial corporations, largely affiliated 
with 'banks and now escaping almost tax-free. 
Thus banks and their subsidiary corporations 
will together pay nearly as much as under the 
old illegal method--;in some cases, actually 
more. 
3. It will increase by about $1,000,000 a year 
the tax on certain other corporations, hitherto 
paying an- insufficient, uncertain, and unsatis-
factory franchise tax. Many of these, such as 
[El,ht] 
large n'ewspaper corporations, are generously 
supporting this proposition as just and fair. 
4. It will by these three increases prtltect 
the state against the loss threatened through 
federal court decisions and protect th,,~ general 
taxpayer against the burden of replacing' this 
loss. 
5. It will -decr€.ilse the tax on a majority of 
the smaller eorporations, now too oftf'n bearing 
a tax burden disproportionate to their ability 
to pay. 
6. lt will not affect the taxes of thc gen-
eral taxpayer. Banks and eorporations will 
together pay just what they formerly paid 
before the bank tax was invalidated. Bani,s 
will continue to pay local taxes on their rf' 
estate, and corporations on both real a, 
personal property. Without this amendment, 
banks would P'~Y no state tax and their financial' 
corporations little, leaving general taxpayers to 
make up the. \leficit. 
7. It is therefore a new sort of tax law, pre-
venting tax burdens from being increased instead 
of increasing them. 
8. Finally, it alone makes possible a low but 
collectible tax on so-called "intangibles," as 
"approved by the voters four years ago. This 
will not only attract t6 California new citizens 
and new capital, but wiII draw out of hiding 
an immense body of now concealed securities, 
and, by making them lifailable for 10('111 taxa-
tion, lighten the tax burden U1'\ other propeJ·t~. 
This amendment specifically provides for snch 
tax relief. 
Accordingly, to save to the state a possible 
$22,000,000 in bank taxes which theg('n~ral 
taxpayer would otherwise havc to make" up, 
• to provide a valid bank tax for the future, to 
equalize corporation taxes. and to permit taxes 
on intangibles, vote "YES." 
H. C. NELSON, 
State Senator, First District. 
.. 
TAXATION. Assembly Constitutional Amendment 1. Adds Section 16 to 
Artic:lEo XIII. Substitutes for state bank share and corporation fran-
chise, taxes a tax on banks and other financial, mercantile, manufac-
turing and business corporations equalling four per cellt their net 
3 income, allowit;g them, except banks, p<'1'sonal property tax offset up 
to nine-tpnths state tax, Authorizes legislative change in method of 
taxing banks ar.d such corporations without constitutional amendment, 
Taxe., intangibles three mills per dollar on their actual value for 
benefit of local subdivisions. Pt'rmlts Legislature to change such offset 
or any rate by two-thirds vote, limiting rate on intangibles to [our mills. 
NO 
Assembly Constitutional Amendment No. I-A 
resolution to propose to the people of the 
State of California an amendment to the 
constitution of the State of Caiifornia, adding 
to article thirteen thereof a new section, to 
he numbered sixteen, rtlative to taxation. 
Resolved by the Assembly, the Senate con-
curring, That the Legislature of the State of 
Califoruia, in extraordin.:::t.ry session COlnmencing 
on the fourth day of September, one thousa.nd 
nine hundred twenty-eight, tW<l-thirds of all the 
meml.lers elected to each of the two houses 
voting in favor U,ereof, hereby proposes to the 
_ people of the State of California that the con-
stitution of the State of California be amended 
by adding to article XIII thereof a neW section, 
to be numbered sixteen, and to read as follows: 
PROPOSED AMENDMENT 
Sec. 16. Notwithst;mding any other provision 
of this constitution: 
1. «:I) Banks, including national banking 
'sociatiOns, located within {Re limits of this 
lte, shall annually pay to the state a tax 
ccording to or measured by their net income, 
wldch shall be' in lieu of all other taxes and 
licenses, state, county and municipal, upon such 
banks, or the shares thereof, except taxes upon 
their real property. The amount of the tax 
shall be equivalent to four per cent of their 
net income. 
(b) The Legislature, two-thirds of all the 
members elected to each of the two houses vot-
ing in favor thereof, in lieu of such tax, may 
provide by law for any other form of taxation 
now or hereafter permitted by the congress of 
the United States respecting national banking 
associations; p1'ovid6cl, that such form of taxa-
,tion shall apply to all banks IQCated within the 
'limits of this state. 
(c) If it be finally determined' that any tax 
levied llJ)On or respecting any bank, na tional 
banking association, .01' the shares thereof, is 
invalid. said bank or association, .01' the spares 
thereof, shall be reassessed in conformity with 
any method provided hi' Jaw. No elaim against 
the state for refund or rehate of taxes paid '. 
shall be allowed without first deducting there-
from the amo14nt of any such unpaid reassess-
ment. 
2. (a)' All financial, mercantile, manufactur-
ing and business corporations doing business 
within the limits of this state, subject to he 
taxed pursuant to subdivision (d) of section 14 
of ·this article, in lieu of the tax thereby pro-
vided for, shall annually pay to the state for 
the privilege Of exercising their corporate fran-
chises within this state a tax according to or 
measured by their net income. The amount ·of 
such "tate tax shall be equivalent to four per 
C< nt of the,r net income. - Such tax shall be 
su b.kct to offset, in a manner to be prescrib~p. 
by law, in the amount of personal property taxes 
pa id by suell corporations to the state or political 
subdivisions Ule1'eof, but the offset shall not 
exceed ninety !Jcr cent of such state tax. In 
a.ny event, each sueh corporation shall pay a.n 
annual n1inimnm taK: to the state, not subject 
to offset, of tWenty-fi' ,3 dollars. 
(b) The Legislature, two-thirds of all the 
members elected to each of the two house!! 
votin!' in favor thereoe, may provide by laW' 
for the taxation by any other method authorized 
in this constitution of the corporations, or the 
franchises, suhi,ect to be taxed pursuant to sub-
division (a) of paragraph 2 of this sectioll or 
subdivision (d) of section 14 of 'this article. 
3. The Legislature, two-thirds of all the mem-
bers elected to each of the two houses voting 
in favor thereOf, may change by law the rates 
of tax, or the percentage, amount or nature 
of offset provided for in. paragraphs 1 and 2 
hereof. 
4. Notes, debentures, shares of capital stock, 
bonds, solvent credits, deeds of t~ust" mort-
gages, . and any legal or equitable interest 
therein, of the classes now taxable to the owner 
thereof and not otherwise taxed under sub-
divisions (a) or (b) of section 14 or under 
section 15 of this article, shall be declared in a 
manner to be prescribed by law and shall be 
taxed upon their actual value at the rate of 
tl:re'e-tenths of one per cent. The Legislature, 
two-thirds of all the members elected to each 
of the two honses voting in favor thereof, may by 
law change the rate or rates upon any' one or 
more of the classes of property herein eJ:j ']m-
erated, provided that no rate shall exceed four-
tenths of One per cent, Said tax shall' be in 
.(jeu of all other property taxes thereon, and the 
proceeds of said tax shall not go to the state 
but to such political SUbdivisions thereof, and 
in such manner, as may be provided by law. 
5. Th." Legislature shall define "corporations" 
and "doing business"; shall define "net income." 
and may define it to be the entire net income 
receive1 from all sources; shall provide for the 
allocation of income; for the assessment, levy 
and collection· of the aforesaid taxes, and for 
reassessrr:ent in the event of the invalidity of 
any tax under 2 «:I) Or 2 (b) hereof, Said 
taxes shall become a lien on the first Monday 
in March of 1929 and of each year thereafter. 
The Legislature shall pass laws necessary to 
carry out this section. The acts Of the forty-
eighth !!ession of the Legislature passed pursuant 
to this section shall be effective immediately 
upon their paesage. 
[Twenty-three] 
